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INDEPENDENT AUDITORS REPORT

To Board of Directors and Stockholder of

Gordian Knot Inc

We have audited the accompanying statement of financial condition of Gordian Knot Inc the Company as of

September 30 2011 This statement of financial condition is the responsibility of the Companys management Our

responsibility is to express an opinion on this statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of America

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

statement of financial condition is free of material misstatement An audit includes consideration of internal control

over financial reporting as basis for designing audit procedures that are appropriate in the circumstances but not for

the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit includes examining on test basis evidence supporting the

amounts and disclosures in the statement of financial condition assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall statement of financial condition

presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects the

financial position of Gordian Knot Inc as of September 30 2011 in conformity with accounting principles generally

accepted in the United States of America

Roseland New Jersey

November 21 2011
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GORDIAN KNOT INC

STATEMENT OF FINANCIAL CONDITION

September 30 2011

ASSETS

Cash 130330

Due from Parent 1114428

Leasehold deposit 158660

Prepaid income taxes 2364

Other assets 11044

1416826

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable and accrued expenses 32385

Total liabilities 32385

Stockholders equity

Common stock $.01 par value

authorized issued and outstanding 10000 shares 100

Additional paid-in capital 944032

Retained earnings 440309

Total stockholders equity 1384441

1416826

See accompanying notes to financial statement



GORDIAN KNOT INC

NOTES TO FINANCIAL STATEMENT

Nature of business

Gordian Knot Inc the Company is broker dealer registered with the Securities and Exchange Commission

SEC and member of the Financial Industry Regulatory Authority FINRA The Company is wholly owned

subsidiary of Gordian Knot Ltd the Parent private limited company incorporated under the laws of England and

Wales The Company was established to engage in brokerage activity in connection with the sale of securities to

customers for which the Parent provides investment management services

Summary of significant accounting policies

Basis of Presentation

The accompanying financial statements have been prepared in conformity with accounting principles generally

accepted in the United States of America GAAP

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and amortization The Company provides for

depreciation and amortization on the straight-line method as follows

Asset Useful Life

Furniture and fixtures years

Office equipment years

Leasehold improvements Term of lease

Income Taxes

The Company follows an asset and liability approach to financial accounting and reporting for income taxes Deferred

income tax asset and liabilities are computed for difference between the financial statement and tax bases of assets

and liabilities that will result in taxable or deductible amounts in the future based on the enacted tax laws and rates

applicable to the periods in which the differences are expected to affect taxable income Valuation allowances are

established when necessary to reduce the deferred income tax assets to the amount expected to be realized

The determination of the Companys provision for income taxes requires significant judgment the use of estimates

and the interpretation and application of complex tax laws Significant judgment is required in assessing the timing

and amounts of deductible and taxable items and the probability of sustaining uncertain tax positions The benefits

of uncertain tax positions are recorded in the Companys financial statements only after determining more-likely

than-not probability that the uncertain tax positions will withstand challenge if any from tax authorities When

facts and circumstances change the Company reassesses these probabilities and records any changes in the

consolidated financial statements as appropriate Accrued interest and penalties related to income tax matters are

classified as component of income tax expense



GORDIAN KNOT INC

NOTES TO FINANCIAL STATEMENT

Summary of significant accounting policies continued

Income Taxes continued

In accordance with GAAP the Company is required to determine whether tax position of the Company is more

likely than not to be sustained upon examination by the applicable taxing authority including resolution of any

related appeals or litigation processes based on the technical merits of the position The tax benefit to be

recognized is measured as the largest amount of benefit that is greater than fifty percent likely of being realized

upon ultimate settlement De-recognition of tax benefit previously recognized could result in the Company

recording tax liability that would reduce stockholders equity This policy also provides guidance on thresholds

measurement de-recognition classification interest and penalties accounting in interim periods disclosure and

transition that is intended to provide better financial statement comparability among different entities

Managements conclusions regarding this policy may be subject to review and adjustment at later date based on

factors including but not limited to on-going analyses of and changes to tax laws regulations and interpretations

thereof

The Company files its income tax returns in the U.S federal and various state and local jurisdictions Generally

the Company is no longer subject to income tax examinations by major taxing authorities for years before 2008

Any potential examinations may include questioning the timing and amount of deductions the nexus of income

among various tax jurisdictions and compliance with U.S federal state and local tax laws The Companys

management does not expect that the total amount of unrecognized tax benefits will materially change over the

next twelve months

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and

assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and

liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the

reported period Actual results could differ from those estimates

Related party transactions

Under servicing agreement the Parent pays fee to the Company for services to certain customers of the Parent

equal to approximately 105% of the expenses attributable to such activities excluding income taxes Such amounts

are included as servicing fee income in the Statement of Operations Due from Parent on the Statement of Financial

Condition includes amounts due to the Company pursuant to the servicing agreement



GORDIAN KNOT INC

NOTES TO FINANCIAL STATEMENT

Property and equipment

Details of property and equipment at September 30 2011 are as follows

Fumikre arxl fixtures 86308

Office equipment 81686

Leasehold improvements 11125

179119

Less accumulated dep-eaicn
and amortizicn 179119

Depreciation expense for the year ended September 30 2011 was approximately $880

Leasehold deposit

The Company is obligated under lease for office space expiring November 30 2012 In connection with this

lease the Company has given the lessor letter of credit that is collateralized by deposit account with the

Companys bankers and will remain in place until January 31 2013

Concentrations

The Company maintains significantly all of its cash including the cash that collateralizes the letter of credit given to

the lessor in one financial institution The Company has not experienced any loss in this account and believes it is

not subject to any significant credit risk on cash

The revenue that the Company receives under the servicing agreement represents substantially all of the Companys
revenue

Commitments

The Company leases its facility under non-cancelable lease which expires November 30 2012 The lease provides

for escalations based on certain increases in costs incurred by the lessor

Aggregate future minimum annual rental payments excluding property tax in the years subsequent to September 30
2011 are approximately as follows

Year ending September 30

2012 238000

Thereafter 40000

278000

Rent expense for the year ended September 30 2011 was approximately $214000



GORDIAN KNOT INC

NOTES TO FINANCIAL STATEMENT

Employee benefit plan

The Company maintains retirement plan the Plan pursuant to Section 401k of the Internal Revenue Code for

eligible participants to make voluntary contributions of portion of their annual compensation on deferred basis

subject to limitations provided by the Internal Revenue Code The Company makes contribution of 7% of eligible

compensation to the Plan and may make an additional matching contribution at the discretion of the Board of

Directors At September 30 2011 the Company incurred expenses related to the Plan in the amount of $24597

Net capital requirement

The Company as member of the FINRA is subject to the SEC Uniform Net Capital Rule 15c3-1 This rule

requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net

capital both as defined shall not exceed 15 to and that equity capital may not be withdrawn if the resulting net

capital ratio would exceed 10 to At September 30 2011 the Companys net capital was approximately $98000
which was approximately $93000 in excess of its minimum requirement of $5000

10 Income taxes

The provision for income taxes for the year ended September 30 2011 consists of the following

Current

Fedifal 5700

State and local 7300

Total Cixret 13000

Deferred

13000


